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Editor's Notes
Improving Our Journal: 
The Phoenix Rises
The Joint Committee to Study The 
Woman CPA is history. The last meeting 
was held in June in Washington, D.C. The 
work of the joint committee spanned 
nearly two years, but the results of that 
work are not going to be discussed here. 
Instead, the committee’s final report will 
be printed in the October issue.
This is the appropriate time, however, 
to publicly thank the committee members. 
Maryann Correnti and Nancy Tang 
represented the AWSCPA board, while 
Peggy Dodd and Gayle Powelson 
represented the ASWA board. Each of 
them performed in an outstanding 
manner, and I greatly appreciate the 
cooperation and support they all gave me 
as chairman. Throughout the past two 
years, each member has had the 
responsibility for investigating some 
aspect of our journal and comparing and 
contrasting our status with that of other 
professional journals of similar size. These 
investigations led to constructive criticism 
and suggestions for improvement that 
were presented to the entire committee for 
discussion and action. Some of the 
suggested changes have already been 
implemented and are immediately 
apparent; other action has been taken but 
will require a longer time frame for the 
results to become apparent.
At the outset of the committee, none of 
us knew the amount of time that would be 
involved in carrying out the charge given 
to us. It soon became apparent that our 
work could not be completed in a year — 
or even in two years. With this realization, 
a new concern began to haunt me. As 
editor, I had possession of the 
correspondence files for the past fifteen or 
so years. In those files was evidence that 
at previous times ad hoc committees for 
The Woman CPA had been established 
and had completed their work at year’s 
end, only to have no action taken by the 
boards on the committees’ work because of 
changes in administrations. All the work 
just got lost in the transition. If that had 
happened in the past, what was to keep 
the same thing from happening to this 
committee? Would we have done the work 
for naught?
To ensure continuance of the work that 
the joint committee had begun, a 
recommendation was made to the two 
boards to establish an Executive 
Committee of The Woman CPA that 
would begin functioning on July 1, 1989.
We recommended that the committee be 
composed of an ASWA board member, an 
AWSCPA board member, the editor, the 
associate editors, the business manager 
and the treasurer. We also recommended 
that during 1989-90 — the transition year 
from the ad hoc committee to the standing 
committee — that one of the members of 
the ad hoc committee be approved by the 
boards to serve as chairman of The 
Woman CPA Executive Committee. Both 
boards approved the recommendations 
and the following appointments have been 
made:
Peggy Dodd, Chairman. Peggy 
received a BS from Benjamin Franklin 
University in Washington, D.C., where 
she is currently Director, Division of 
Organizational and Management Analysis 
in the Office of the Secretary, Department 
of Health and Human Services. Due to her 
superior performance with the Federal 
government, Peggy has been recognized 
on two occasions. She has received the 
HHS Secretary’s Meritorious 
Achievement Award and also the HHS 
Secretary’s Exceptional Achievement 
Award.
In recent years, Peggy has held 
numerous positions in ASWA at the 
national level. She served as a national 
vice-president in 1986-87 and during that 
time was appointed to the Joint 
Committee to Study The Woman CPA. 
Currently, she is serving as 1990 JAM co- 
chairman, and she will serve on the 1989- 
90 national ASWA nominating committee. 
At the local level, Peggy has served as 
president, treasurer, and secretary of the 
Washington, D.C., ASWA chapter.
The role Peggy will have as chairman of 
The Woman CPA Executive Committee 
during this first year is very, very 
important. She will be apprising the 
committee about what has already been 
done and will be steering it in the 
development of policies that will improve 
our journal.
Sue Brookman, ASWA board member. 
Sue is a manager in the Professional 
Services Department of Walpert, Smulian 
and Blumenthal, CPAs/Management 
Consultants, in Baltimore, MD. Sue 
received a BA in English from Allegheny 
College and pursued accountancy as a 
second career some 15 years later. Sue 
entered the CPA Certificate Program of 
Loyola College and passed the CPA 
examination in 1977. She joined Walpert,
Smulian & Blumenthal a year later.
Sue has been very active in ASWA. In 
1981-82, and again in 1983-84, she served 
the Baltimore chapter as president. Her 
most recent service was as Mid-Atlantic 
Area director from July 1986 until this 
July when she began her two-year term as 
a member of the ASWA national board.
Because of her background and 
experiences in areas other than 
accounting, Sue brings a new dimension 
and perspective to the committee. In 
addition, her years of service with ASWA 
provide her with knowledge about that 
membership and how to serve them 
effectively.
Denise Coburn, AWSCPA board 
member. Denise is a partner in Coburn & 
Coburn, a local CPA firm in the Tampa 
Bay area that provides tax, financial 
accounting, and management advisory 
services. Denise graduated in December 
1980 with a BA in Accounting from the 
University of South Florida and worked 
in the tax department of several local 
accounting firms and as a tax senior at 
Arthur Young & Co. before starting her 
own firm in October 1984.
Leadership roles in AWSCPA began for 
Denise shortly after she entered the 
profession. She served as the charter 
president (1983-84) of the Tampa Bay area 
affiliate of AWSCPA. In 1984-85, she was 
appointed as director for the Southeast 
region when a vacancy occurred in that 
position. At the same time, she served as a 
member of the Long-range Planning 
Committee. Again this year, she is serving 
as a director on the AWSCPA national 
board.
Denise is representative of our young 
members who are in the early years of 
their careers. Her perspective will be very 
important to The Woman CPA Executive 
Committee to give it the balance that is so 
necessary if it is to be responsive to all our 
members.
The remaining members of The Woman 
CPA Executive Committee are on the 
staff of The Woman CPA. These members 
are Betty Brown, Amy Ripepi, Lynette 
Sarther, Jo Ann Dooley, and myself.
And so the work continues ...



























By Charles L. Holley and Philip R. Olds
Introduction
In its 1985-86 Annual Report, the American 
Institute of Certified Public Accountants (AICPA) 
stated “recognizing the existence of de facto 
specialization among members and the desire of 
some to have a particular expertise recognized, 
Council authorized a program to accredit 
specialties. The Special Committee on 
Specialization . . . will study areas of practice in 
which members, by meeting experience, 
examination, and educational requirements, can 
seek accreditation” [AICPA, 1986, p. 213].
The creation of a special AICPA committee to 
pursue the accreditation of specialties recognizes 
the reality that specialization is very prevalent in 
the accounting profession. But the action of 
formally recognizing areas of expertise with 
official certification of specialists has many
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implications. The complexity of 
clients’ needs has resulted in 
practitioner specialization even 
though there has not been a formal 
accreditation process. Competence 
in a specific area is presently 
attained through various 
combinations of professional 
programs, self-study, and work 
experience. Larger public 
accounting firms obtain specialized 
staff by offering comprehensive 
educational programs. The 
continuing education programs of 
these firms and the extensive array 
of specialized educational offerings 
of state CPA societies and the 
AICPA represent an 
acknowledgment that specialized 
knowledge is desired and needed.
As evidence of the increasing 
recognition of specific practice 
areas, the AICPA has recently 
granted the specialty designation of 
“Accredited Personal Financial 
Specialist” (APFS) to 94 CPAs. 
This program was authorized July 
1987. To qualify for the APFS 
designation, a CPA must meet six 
requirements, which include 
passing a one-day examination, 
having a minimum of 250 hours of 
experience in personal financial 
planning in each of the three years 
immediately preceding initial 
application and providing six 
references from other professionals 
and clients. Once a year, CPAs who 
have earned the APFS designation 
must meet reaccreditation 
requirements. They include 
continuing professional education 
and completion of a practice 
questionnaire. Valid state CPA 
certificates and membership in the 
AICPA also must be maintained. 
Recipients of the APFS designation 
include 25 who passed the 
examination in October 1987, and 
69 who were granted the 
designation after earning a similar 
one from the Colorado Society of 
CPA’s National Accreditation
Board. The Colorado program has 
been integrated into the AICPA 
program to create a national 
standard [AICPA, 1988, p. 2].
Some of the principal questions 
related to the specialization issue 
are the following:
• Is there a desire or need within 
the accounting profession for 
formal designation of 
specialists?
• Should a certification structure 
be established within the 
existing framework of the 
AICPA?
The action of formally recognizing areas of 
expertise with official certification of 
specialists has many implications.
• What are appropriate methods 
or processes for granting 
specialist designations?
• Should post-certification skills 
of specialists be monitored in 
order to validate the 
certification?
• Would a formal specialization 
program result in a higher 
quality of services for clients?
This article summarizes certain 
specialization issues and presents 
the results of a survey on 
specialization based on a sampling 
of the membership of the AICPA.
Methodology
The method used to collect data 
for this study was a survey 
consisting of questionnaries mailed 
to a representative sample of 300 
members of the AICPA. The 
response rate to the questionnaire 
was 60% after the second mailing. 
Respondents were asked to indicate 
the extent to which they agreed 
with each statement on the 
questionnaire. The scale ranged 
from “strongly agree” (value = 5) to 
“strongly disagree” (value = 1). In 
the open-end portion of the 
questionnaire, respondents were 
asked to (1) identify “other 
specialties” that they would 
recommend for a certification 
program, (2) indicate areas where 
they consider themselves specialists 
and (3) identify areas where they 
would seek specialization 
certifications if such designations 
were created.
Results
For each statement on the 
questionnaire, the mean and the 
confidence level related to t tests 
with hypothesized mean responses 
equal to 3.00 were determined. 
Overall, the respondents supported 
the approach of a voluntary 
certification program including 
formal examinations and 
experience requirements, and the 
concensus was that the certification 
program should be jointly 
administered by the AICPA and 
State Boards of Accountancy. 
Moreover, opinions were that a new 
certification program for 
specialties should not affect the 
structure of the current certified 
public accountant examination. 
The last statement included on the 
questionnaire was that the Council 
of the AICPA should approve a 
formal plan for certification of 
specialties. The mean rating for 
this overall statement was 3.65 
indicating a relatively high degree
6/The Woman CPA, July 1989
of agreement in favor of a 
certification program. The three 
statements soliciting the highest 
mean ratings were as follow:
Mean
4.53 2. A certification plan for 
specialties should not 
affect current 
requirements for the 
CPA certificate.
4.20 5. An experience 
requirement should be 
required as part of a 
certification program 
for specialists.
3.91 4. A formal examination
should be required as 
part of a certification 
program for specialists.
The three statements soliciting the 
lowest mean ratings were as follow:
Mean
1.28 3. A certification plan for 
specialties should 
replace the current 
CPA examination 
process.
2.04 16. A formal certification 
program for specialties 
should be sponsored 
only by State Boards of 
Accountancy.
2.62 12. State Boards of 
Accountancy should 
make necessary 





Comments on the open-ended 
section of the questionnaire were 
made by 43 percent of the 
respondents. Some stated that 
rather than identifying categories 
as areas of expertise, such as 
computer auditing, corporate 
taxation, etc., that specialties 
should be identified by industries
Overall, the respondents supported the approach 
of a voluntary certification program including 
formal examinations and experience 
requirements...
or types of business. Categories 
included banking, construction, 
real estate, public utilities, 
insurance, and health care. Some 
respondents stated that 
specialization should be established 
for every area covered by an 
AICPA Audit Guide. Additional 
functional areas recommended for 
specialization included 
controllership, management 
advisory services, computer 
consulting, and systems design. 
Conversely, some concern was 
expressed that specialization would 
tend to confuse the public.
Further insight into members’ 
preferences was obtained by 
grouping respondents based on 
similar demographic 
characteristics. Different 
comparisons were made based on 
six demographic characteristics: 
the respondent’s employer; position 
in a public accounting firm (if so 
employed); number of years 
certified; type of undergraduate 
degree; whether or not the 
respondent considers himself or 
herself to be a specialist; and the 
respondent’s gender.
Subgroup Comparisons
Analysis of different subgroups 
of members of the AICPA disclosed 
a total of 24 differences of opinions 
that were statistically significant 
with a confidence level of at least 
95 percent. Two-thirds of these 
differences occurred when both 
subgroups agreed with the premise 
of the question but differed in the 
magnitude of their agreement. The 
remaining differences were “strong 
disagreements”; that is, one 
subgroup essentially concurred 
with the statement while the other 
subgroup disagreed with the 
statement.
Twelve of the 24 differences of 
opinions resulted from comparing 
responses of those who indicated 
they would pursue formal 
recognition of at least one specialty 
if certification of specialties were 
established with responses of those 
who indicated they would not. Five 
of the twelve differences for these 
subgroups represented “strong 
disagreements” in responses to the 
following statements:
1. Formal certification in 
specialties should be 
available as a voluntary 
program after obtaining the 
CPA designation.
8. Clients would react favorably 
to their CPAs having 
specialty designations.
18. The quality of accounting 
services would be enhanced 
by specialization programs.
19. If specialization programs 
are established, graduate 
accounting programs should 
stress specializations.
25. A specialty should be 
formally recognized for 
cost/managerial accounting.
The disagreement over the first
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Female accountants 
were more supportive 








statement is especially noteworthy 
because those indicating they 
would not seek specialty 
recognition are opposed to even a 
voluntary program for formal 
recognition of specialties.
Not surprisingly, there were 
significant differences in the level 
of support for the desirability of the 
specialties proposed in the 
questionnaire. Accountants 
planning to pursue attainment of a 
specialty were significantly more 
supportive of all the specialties 
proposed except for computer 
auditing and statistical sampling. 
Of those who stated that they would 
try to obtain a specialty 
designation, the areas they were 
most interested in pursuing were 
corporate taxation (first), 
individual taxation (second), and 
personal financial planning (third). 
Fifty-five percent of these 
respondents indicated they would 
pursue at least two specialties and 
eighteen percent indicated at least 
three.
Participants who had been 
certified for differing numbers of 
years held opposing views 
primarily about what organization 
should be responsible for 
establishing and administering a 
specialization program (statements 
15 to 17).
15. A formal certification 
program for specialties 
should be sponsored only by 
the AICPA.
16. A formal certification 
program for specialties 
should be sponsored only by 
State Boards of Accountancy.
17. A formal certification 
program for specialties 
should be sponsored jointly 
by the AICPA and State 
Boards of Accountancy.
The younger accountants (6-10 
years as CPAs) believe that 
responsibility should be shared by 
the AICPA and the State Boards of 
Accountancy. Accountants with 
more years of certification (11-20 
years) tended to believe that the 
AICPA should have sole 
responsibility.
CPAs employed by different 
types of entities (Big-8, non-Big-8, 
and industry) also disagreed in 
their views on some of the issues. 
The most noteworthy of these 
differences had to do with who 
should be in control of programs 
for recognizing specialties. 
Accountants in industry were less 
enthusiastic about the AICPA 
being the sole regulator then were 
accountants working in non-Big-8 
CPA firms.
Other significant subgroup 
differences were found to exist 
between CPAs of different sexes 
and those having different types of 
undergraduate degrees. Female 
accountants were more supportive 
than were males of having 
specialties established for 
individual taxation, governmental 
accounting and cost-managerial 
accounting. Respondents with non­
accounting majors in their 
undergraduate degree programs 
favored the specialty for computer 
auditing more than did those 
having accounting as an 
undergraduate major.
Summary
This survey of a representative 
sample of the AICPA provided 
information on various issues 
regarding formal certification of 
accounting specialties. The 
specialization issue continues to 
evolve as an important one for the 
accounting profession. The results 
of this study indicate overall 
support for the establishment of a 
formal certification program to be 
jointly administered by the AICPA 
and State Boards of Accountancy. 
In addition, there exists support for 
a formal examination process as 
well as some experience 
requirements. The greatest number 
of differences in opinions existed 
between the sub-group indicating 
they would pursue a specialist 
designation and the sub-group 
indicating they would not. Other 
important differences were noted 
between respondents depending 
upon years of certification, type of 
employer and gender.
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An Overview of Venture Capital
By Mary Graves Pfeffer
The financing of companies with 
venture capital funds experienced 
significant growth in the 1980’s. Even so, 
many accountants are not aware of the 
availability of venture capital funds. Most 
have heard of venture capital, but few 
have knowledge of the venture capital 
industry. Others have misconceptions of 
the type of companies that are able to 
attract venture capital. This article offers 
a basic overview of the venture capital 
process. The intent is to help accountants 
recognize when their company or clients 
may be candidates for venture capital 
funds as a source of financing.
Venture capital investment is the 
relatively large dollar financing of 
companies that are usually small and 
recently established. Venture capital 
financing takes place prior to the time the 
firms can qualify for a public 
underwriting.
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How Did the Venture 
Capital Industry Begin?
Although the history of venture 
capital investment is fairly short, 
certain events are recognized as 
important landmarks for the 
industry. One of the first such 
landmarks occurred in the high 
technology industry in 1911. At 
that time, several wealthy people 
financed three weak companies and 
merged them into a single strong 
company, changing the name in 
1924 to International Business 
Machines [Rind, 1986]. This was 
one of the first examples of a 
modern venture capital investment.
The venture capital investment 
community as it is known today 
emerged after World War II. 
Laurence Rockefeller is credited 
with providing the impetus for 
venture capital investment [Rind, 
1986]. Rockefeller helped finance 
several companies, including 
Eastern Airlines and McDonnell 
Douglas.
In the 1950’s, venture capital 
start-ups were most often spin-offs 
of university research groups 
wanting to pursue government 
contracts. Late in the 1950’s and 
early in the 1960’s, several 
successful companies were formed 
by groups from large, established 
data processing companies. 
Because of the large profits 
achieved by these new entities, 
many other venture capitalists 
were drawn into the industry in the 
late 1960’s and in the 1970’s [Rind, 
1986]. The venture capital industry 
has matured in the 1980’s and is 
now composed of a fairly stable 
group of companies and private 
investors.
Who Are the Venture 
Capitalists?
Consisting of four hundred to five 
hundred professional organizations,
the venture capital community is 
relatively small but represents an 
increasingly important source of 
financing for new business. 
Because venture capitalists are not 
required to register, the exact 
number of venture capitalists 
cannot be easily ascertained, and 
many private individuals and 
families remain anonymous. By 
1984, the venture capital 
community was composed of over 
five hundred venture capital firms 
[“American Venture Capital Grows 
Up,” 1985].
In 1985, venture capitalist 
investments totaled 2.29 billion 
dollars, approximately the same as 
the 2.28 billion dollars invested in 
1984. However, while the number 
of venture capital investments 
totaled 2,051 in 1984, the number 
rose to 3,696 in 1985 [Jubak, 1986].
Who Are the Venture 
Capital Investees?
The high technology industry 
commands the majority of venture 
capital investment. In 1985, 65 
percent of venture capital 
disbursements went to the 
information industry, 15 percent 
went to medical companies, and 6 
percent went to other technologies, 
for a total of 86 percent invested in 
technology. In recent years, though, 
there has been a slight trend 
towards venture capital investment 
in retailing operations. In general, 
companies backed with venture 
capital are concentrated in the 
Northeast and on the West Coast 
[Rind and Delong, 1986]. However, 
geographic location is not 
necessarily a restriction.
Venture capital investees are 
usually somewhere between the 
traditional sole proprietorship 
and the publicly traded 
corporation. The investees 
require capital funds ranging from 
hundreds of thousands of dollars to 
several million dollars. Usually, the 
management of these companies 
expects to reach a market share 
which will enable the company to 
achieve sales of a substantial 
amount. To attract most venture 
capitalists, an investee company 
would have to project that annual 
sales would climb quickly above 5 
to 10 million dollars. It is not 
uncommon for prospective 
investees to project $50 to $100 
million in annual sales. The gold 
ring for both the venture capital 
investor and the investee company 
is the opportunity to go public at a 
later date.
When Are Venture Capital 
Investments Made?
Most venture capital investments 
are made after the company has 
been in operation for more than one 
year [Rubel, 1974]. In fact, the 
venture capital industry has 
definitely shifted toward later- 
stage deals. The later-stage 
companies often have a more 
proven product and marketplace, a 
better established business plan, 
and more experienced 
management; these factors make 
the later-stage deals particularly 
attractive to the venture capitalist 
[Rind and Delong, 1986].
Despite the trend toward later- 
stage deals, the venture capital 
investment may be made at any of 
several stages of a start-up 
company’s life. For example, first- 
stage financing usually occurs after 
the company has produced a 
prototype. The company may have 
a line of credit with a bank and an 
operational, but small, organization
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What Guidelines Do 
Venture Capitalists 
Use to Evaluate 
Investment?
[Rubel, 1974]. Second-stage 
financing occurs after the start-up 
company is producing and 
shipping. At this point, the start­
up’s accounts receivable and 
accounts payable are increasing, 
and working capital is needed 
[Rubel, 1974]. Third-stage 
financing usually occurs when the 
start-up has reached the break­
even point, and funds are needed 
for expansion or to increase 
working capital [Rubel, 1974].
Other types of financing made by 
venture capitalists may occur later 
in the development of the company. 
Bridge financing is used when a 
start-up company expects to go 
public within six to twelve months 
and is repaid when a public 
offering is complete [Rubel, 1974]. 
Buy-out (acquisition) financing is 
used to acquire companies that 
venture capital investors believe 
are undermanaged [Rubel, 1974].
The investee companies often are 
attempting to introduce a new 
product or service into an untested 
market. Investors (venture 
capitalists) in these relatively 
unproven companies are placing 
risk (venture) financing in the hope 
of achieving substantial capital 
appreciation as the firm grows.
Venture capital may be the 
answer for a company which has 
outgrown or evolved beyond 
traditional financing sources such 
as bank loans or Small Business 
Administration loans. A firm not 
yet in a position to seek equity or 
debt through publicly traded 
markets is a prime candidate 
for venture capital. The most 
common form of venture capital 
investment is a senior security 
of some type, usually debt 
with warrants, convertible 
debt, or convertible 
preferred stock 
[Rind, 1986]. Although each venture capital 
investor may have a different goal 
for his or her investment, the 
primary objectives of venture 
capitalists, in general, are 
respectability, profitability, and 
liquidity [Stillman, 1974]. Venture 
capitalists have a reputation to 
maintain. Thus, respectability of 
the venture is important to them. 
Profitability is important for 
obvious reasons. The venture 
capital investor looks for liquidity 
at a future date, often when the 
company goes public. Although 
venture capitalists realize that 
their investment is necessarily long 
term, the potential for liquidation 
must be present.
In addition to considering 
personal objectives, the venture 
capital investor must also assess 
other characteristics of a venture 
capital investment: 1) long 
horizons, usually five years; 2) level 
of risk; 3) lack of access to a 
secondary financial market; and 4) 
the necessity for other rounds of 
financing before the venture 
capital investment can be 
liquidated [Cooper and Carleton, 
1979]. These factors must be 
evaluated with regard to the 
investor’s needs.
How Are Venture Capital 
Investments Unique?
First, a venture capital 
investment is often for hundreds of 
thousands or millions of dollars. 
Second, the level of risk of the 
venture capital investment is 
usually greater because start-up 
companies have no history or track 
record of performance. Both the 
management team and the product 
or service are untested by the
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realities of day-to-day business. The 
venture capitalist cannot consider 
the past performance of the 
company in an effort to make a 
prudent business decision.
In addition to the large dollar 
amounts involved and the lack of 
history, a third factor that is 
unique to the venture capital 
investment is the “window” for 
investment. Unlike the stock 
market, the investment opportunity 
is only available within a given 
time frame.
A fourth factor that is 
characteristic of the venture capital 
investment is the nature of the 
management structure in the start­
up companies. Managers of start­
ups may have a substantial portion 
of their own money invested in the 
business, and their decisions are 
likely to be influenced by person.. 
financial considerations. 
Management’s heavy emotional 
commitment poses additional risk 
for the potential venture capital 
investor.
The Accountant’s Role
Venture capital investments 
reflect a high level of risk which 
must be balanced by the chance for 
much higher returns on 
investments than are ordinarily 
available. This provides interesting 
challenges for accountants to 
recognize when the proper mix of 
risk and return is present for their 
employers or clients to become 
venture capital candidates.
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By William R. Pasewark and Jack E. Wilkerson, Jr.
A statement by the Commission on Auditors’ 
Responsibilities in its Report, Conclusions, and 
Recommendations captures both the essence and 
the importance of the concept of independence.
One of the main values of an audit to users of 
financial statements is increased confidence in those 
statements because management’s representations 
as to its performance and stewardship are reviewed 
and reported on by someone independent of the 
control of management [CAR, 1978, p. 93].
Further evidence of the importance of 
independence is its prominent position in the 
authoritative literature of our profession: 
Independence is the topic of the first Rule of 
Conduct of the AICPA’s Code of Professional 
Conduct [AICPA Professional Standards, ET 
Section 101.01] and the second generally accepted 
auditing standard in the Statement on Auditing 
Standards No. 1 [AICPA Professional Standards, 
AU Section 220].





the power associated 
with threats to switch 
to another auditor.
Statement on Auditing 
Standards No. 26 states that if an 
auditor is not independent with 
respect to a client, any audit 
procedures performed are not in 
accordance with generally accepted 
auditing standards, and the auditor 
must disclaim an opinion on the 
client’s financial statements 
[AICPA Professional Standards, 
AU Section 504.09]. Since a firm of 
independent auditors is not likely to 
accept an audit with the 
anticipation of issuing a disclaimer, 
a careful evaluation of the 
possibility of impairment of 
independence is always a necessary 
precaution.
During the client selection or 
continuance decision, two factors 
are traditionally examined when 
considering independence. The 
auditor considers: 1) whether the 
auditor and the client have certain 
financial relationships, and 2) 
whether the auditor could be 
considered part of management or 
an employee under management 
control. These two factors are given 
careful consideration before an 
engagement letter is drawn up.
Evaluation of these two factors is 
important, but further 
consideration of a third factor — 
client power — is also necessary. 
This article suggests that client 
power, defined as the ability or 
capacity to influence others [Daft, 
1983, p. 382], may impair auditor 
independence. What follows is a 
description of five sources of power 
and recommendations for 
evaluating client power as it relates 
to the audit engagement decision.
Types of Power
The mere possession of power 
does not mean that power will 
actually be used to exert influence; 
it does mean that the potential to 
exert influence exists. The 
following are common sources or 
bases of power identified in 
extensive research by psychologists 
and organizational behavioralists 
[Van Fleet and Yukl, 1986].
The power of authority is 
possessed by a person who has a 
position or title in an organization. 
The superior can exercise power 
because the organization’s 
hierarchical structure has given 
the superior a legitimate right to 
exercise power.
When an individual has access to 
information or knowledge that is 
not available to others, that 
individual possesses the power of 
expertise. This source of power 
gives accounting departments and 
systems departments influence 
within a company. The power of 
expertise is often a characteristic of 
an employee who has served many 
years with a company.
An individual has the power to 
influence others if he or she has 
control of rewards that are
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A thorough analysis 
of client power before 
accepting an audit 
will give the auditor 
greater confidence 
that independence can 
be maintained.
desired by others. In business, 
rewards are primarily salaries and 
promotions. Since any increase or 
decrease in rewards may have a 
major effect on the livelihood of an 
individual, this power has a great 
potential to influence.
The capability to punish others or 
force others to do undesirable 
activities is evidence of coercive 
power. Use of this power through a 
policy of reduced pay, fines, or 
dismissal may be necessary in some 
organizations to enforce 
regulations.
When a person possesses 
charisma or political skills that are 
attractive to others, that person is 
displaying personal power. Those 
who possess personal power display 
a confident image, maintain the 
trust of those with whom they come 
in contact, and express genuine 
concern for others. A person who 
possesses personal power has the 
ability to influence because others 
like and enjoy that person.
Using the Concept of Power 
to Evaluate Independence 
with Respect to 
Prospective Clients
Each of the powers described 
above has the potential to influence 
an auditor’s independence. 
Explanations follow that describe 
how each type of power can affect 
the auditor-client relationship.
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Authority
Authoritative power in an 
organization is evidenced by a 
superior-subordinate relationship. 
This relationship involves the 
performance of several activities by 
the superior:
• informing the subordinate of 
the duties expected to be 
performed
• motivating the subordinate to 
perform duties
• evaluating the subordinate on a 
periodic basis
• rewarding the subordinate 
based on performance
Authoritative power as evidenced 
by the superior-subordinate 
relationship should not exist 
between client management and an 
auditor. The auditor should know 
the duties required to conduct an 
audit of the client or potential 
client. The motivation to perform 
these duties should come from the 
desire to conform with generally 
accepted auditing standards and 
the auditor’s personal desire to 
perform a quality audit. Evaluation 
of the auditor’s work, when 
necessary, is performed in 
accordance with established 
standards by organizations and/or 
groups such as the Securities and 
Exchange Commission, peer review
The mere possession of 
power does not mean 
that power will 
actually be used to 
exert influence; it does 
mean that the 
potential to exert 
influence exists.
It is unlikely that the 
auditor will ever 
attempt to eliminate 
the power of expertise 
that the client 
possesses by becoming 




committees, and the audit 
committee.
Expertise
The client, as preparer of the 
financial statements, should have 
the most knowledge about the 
financial statements and should 
possess a reasonable amount of 
power in the form of expertise. In 
addition, the client may be in a 
unique industry that requires 
specialized accounting procedures 
(e.g., banking, real estate, timber, 
oil and gas). In such cases, the 
client will most likely possess an 
even greater amount of expertise 
power over the auditor.
It is unlikely that the auditor will 
ever attempt to eliminate the power 
of expertise that the client 
possesses by becoming as familiar 
with the accounting system and 
accounting records as the client. 
However, the auditor should gain 
sufficient knowledge about a client 
company and its industry to 
conduct a satisfactory audit. The 
auditor will also want to gain 
enough knowledge to prevent the 
client from being able to exercise 
the power of expertise in an 
intimidating way. In cases where 
the accounting is specialized to a 
specific industry, it may be 
necessary for the auditor to acquire 
additional training or to utilize 
consultants.
Control over Rewards
Rewards exist in many forms. 
The most common work-related 
rewards include salaries, benefits, 
promotion, and recognition. Audits 
are seldom performed without 
financial compensation from the 
client. Some believe that financial 
compensation prevents “true” 
independence and objectivity.
A client may use the power of 
control over rewards to influence 
the auditor by expecting the 
auditor to alter the audit 
procedures or the audit opinion in 
exchange for increased reward. 
Since audit fees are commonly 
stated in fixed amounts by 
contract, increased rewards often 
come in the form of extended 
services, consulting projects, or tax 
work.
Coercive Power
The client may use coercive 
power to influence the auditor by 
threatening to not use the auditor 
in subsequent audits, refusing to 
pay compensation that has been 
earned, or making it difficult for 
the auditor to perform required
Examining the 
sources of the client's 
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Power Profile of the Audit Client
audit procedures.
Controversy exists over whether 
an audit engagement should be 
accepted with the assumption that 
the auditor will obtain subsequent 
audit engagements. Nevertheless, 
the auditor’s anticipation of 
subsequent engagements increases 
the power associated with threats 
to switch to another auditor.
Before an audit is accepted, the 
auditor makes decisions concerning 
the profitability of an audit. 
Acceptance of an audit usually 
entails the acceptance of certain 
assumptions concerning payment 
from the client and expenses 
incurred during the audit. The 
auditor should be sure that these 
assumptions can be reasonably 
relied upon, usually by inclusion in 
the engagement letter, before 
accepting an audit.
The client may also exercise 
coercive power by withholding 
information that keeps the auditor 
from performing the audit work 
efficiently or that prevents the 
auditor from performing tests of 
accounting records. An auditor 
should have free access to both 
documents and personnel that 
provide the knowledge needed to 
conduct an audit.
Personal Power
Some people, by nature of their 
personalities, may possess the 
ability to influence an auditor to 
deviate from independent audit 
procedures. While it may be 
difficult to anticipate whether this 
power will be exercised during an 
audit, personal power of client 
representatives should be 
considered. The auditor must ask 
questions such as, “Will our 
friendship with this person 
influence our independence?” or 
“Will the forcefulness of the client 
representative cause us to alter our 
normal audit procedure?”
Developing the Power 
Profile of the Client
When evaluating a specific client 
or potential client, it is helpful to 
examine the client’s potential to 
influence auditor independence. A 
client may affect independence only 
if the client possesses the power to 
do so. A thorough analysis of client 
power before accepting an audit 
will give the auditor greater 
confidence that independence can 
be maintained.
The following procedure might 
be helpful in determining if the 
client can influence independence: 
1) Consider the client in terms of 
each of the five sources of 
power. Review each power 
source and ask yourself, “Does 
the client possess any of these 
powers over our firm?”
2) Assess the probability that the 
client might exercise the 
power possessed. Again, the 
fact that power exists does not 
mandate its use.
3) Consider how the probability 
of the use of power might 
influence your independence. 
Higher probability of the use of 
power increases the probability 
that independence will be 
impaired.
4) Accept or reject the 
engagement on the basis of 
the evaluation of power and 
other considerations.
Impairment of independence 
should not be considered the fault 
of the client. Independence may be 
impaired due to actions by either 
the auditor or client, but it is the 
duty of the auditor to recognize 
that independence has been 
impaired. Examining the sources 
of the client’s influence can help to 
identify potential impairment of 
independence and prevent its 
occurrence.
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Helen M. Shepherd, a partner with 
Touche Ross & Co. in Los Angeles 
and national president of ASWA 
in 1981-82, used the occasion of her 
25th anniversary in public 
accounting to open the Spring 
Conference with “Reflections and 
Projections of Women in the 
Accounting Profession. ”
18/The Woman CPA, July 1989
On Barriers to Women
“The key message is how far we’ve come and how easy 
it will be to get through that next barrier.”
“Whatever barriers we see are imaginary, they’re not 
real.”
On Discrimination Toward 
Women in Accounting
“Discrimination is not a roadblock that can be used as 
an excuse. It is something to work through.”
“I do think today that we have an open hiring field.”
“Geography has a lot to do with the progress of 
women. Progress on the East coast and West coast 
is not as difficult as in the Mid-west. Yet there are 
some communities that are ahead of California.”
“I don’t think the progress of women in accounting is 
just a matter of numbers.”
“I think we are over the pay differential hurdle in 
public accounting. In industry, we are not there 
for equal pay for equal work. Pay differentials 
have to be addressed.”
“I think the academic side of the issue is important. 
The influences are important. It is important for 
those of us in public accounting and industry to 
support women in academics.”
“In respect to perqs, we have come out of the dark 
ages. In the big public accounting firms, the overt 
discrimination is gone; the covert discrimination is 
still there. As far as industry is concerned, we still 
have a way to go.”
“Women are not exercising the power they have. 
Women are more reluctant to take the power they 
have and use it. You take as much power as you 
can possibly grab, you put that power to work on 
your assignments, and just go out and do them. 
You have to think, ‘This is my job, I’ve got to get it 
done, and I’ll do what it takes.’”
“How to use power and perqs should be a part of the 
mentoring process. We have to be more careful 
about the mentoring we do. Mentoring is a much 
more important part of this process than we give it 
credit.”
On Career Path Expectations
“It’s easy to sell accounting to women because there 
are alternative work times. Microcomputers at 
home have helped women today to have more 
flexible work schedules.”
“I’m somewhat frightened by the ‘mommy track.’ In 
my estimation, it is not something to be 
encouraged. Maybe the parenting track will work 
if men take advantage of it.”
At the reception on Saturday night, honorees included 
Patty Morgan, 1988-89 president; Gayle Powelson, presi­
dent-elect; and Rachel Query, 1989-90 president.
Mary E. Scout, CPA, and B. Jean Hunt, CPA, 1989 
recipients of the A. T. Cross Women of Achievement 
Award.
On the Comfort Zone: Men vs. Women
“I think we still have a lot of static between men and 
women. It’s a two-way street.”
“It’s a male working environment. Differences exist 
between the male and female thinking processes. 
Men are linear thinkers. Women have an eclectic 
approach. A woman’s intuitive approach brings 
discomfort to men. Big business, as far as how 
group meetings are conducted, is going to have to 
change.”
“Many women view the public accounting 
environment as a hostile environment. Women 
need rewards. Men claim they don’t need rewards. 
Another problem is assignments; women are not 
getting the right assignments.”
On Femininity
“There has been a lot of discussion about androgynous 
women. I do view myself as sex neutral. When I 
need power, I grab my blue suit, a holdover habit 
from the John Malloy days.
“Sex neutral is one thing but don’t forget your 
femininity in other things. Women react better to 
sex neutral. Men react better if there is some 
femininity.”
On the Current Status
“We have come from the dark ages to the time of 
having power and perqs.”
“I’ve got to say that we are still climbing.”




By Ernst Goss, Tom Dillon, and Jackie Kendrick
Editor: Elise G. Jancura, Cleveland State University, Cleveland, OH
Background
The first electronic spreadsheets were 
developed for large mainframe and/or 
minicomputers in the late 1970’s. 
Developed for the time-sharing 
environment that became popular when 
row-column manipulation became 
available on computer systems, these 
first spreadsheets offered great 
advantages to programmers.
However, the existence of 
complex operating systems 
and expensive, row-column 
manipulation that required 
substantial CPU time insured 
that this technology would remain 
in the hands of the Computer 
Services Department.
In 1979, the VisiCorp Company 
introduced VisiCalc, a microcomputer­
based electronic spreadsheet. Due to its 
true “user friendliness” or window-screen 
communications, this package quickly 
became the de facto standard among non­
computer professionals. VisiCalc allowed 
formulas to be placed directly in cell 
locations and provided relational copy 
commands such as replicate, etc. Most 
importantly, the non-computer 
professional could see what was 
being performed by the package and 
due to the microcomptuer’s relatively 
simple operating systems, end-users 
were now much more independent 
of the computer services 
unit.
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In 1982, the Lotus Corporation 
introduced the second generation of 
spreadsheet packages. Their 
product, Lotus 1-2-3, quickly 
replaced VisiCalc as the industry 
standard. Today, spreadsheet 
applications developed using Lotus 
1-2-3 and other packages are the 
most popular type of applications in 
businesses. Spreadsheet 
applications have moved beyond 
mere financial analysis and have 
assumed importance as decision 
support tools. In a recent survey, 
Aggarwal and Oblak [1987] found 
spreadsheet packages to be the 
most important type of software 
employed for strategic decision 
making.
In view of the way that 
spreadsheet applications are now 
being put to use, it seems 
contradictory that the majority of 
the spreadsheet applications are 
developed by the end-user with 
little input from the computer 
professional or with little oversight 
from the manager. In many cases, 
from the assignment of the task 
until completion, a managerial 
oversight is virtually absent from 
the process [Kee and Mason, 1988]. 
This lack of managerial control 
presents several problems. Perhaps 
most importantly, the integrity of 
the application is endangered. With 
no consistent methodology for 
construction of the application, 
errors are much more likely to 
occur. It has been estimated that 
fully one-third of all spreadsheet 
applications contain errors [Creeth, 
1985]. When errors are made or 
slight modifications incorporated, 
problems are compounded and 
troubleshooting becomes much 
more difficult. For the public 
accounting firm, error-laden or 
poorly designed applications can 
prompt malpractice suits [Yoder, 
1986]. For the private firm, a lack 
of integrity in spreadsheets can 
result in poor decision making and 
suboptimal performance [Business 
Week, 1984].
The change in the focus of 
application development from the 
computer professional to the user 
has brought about a need to 
formalize techniques to insure the 
integrity of spreadsheets. This 
article presents a step-by-step
procedure for the development of 
spreadsheet applications and 
provides a methodology for the 
manager to better control the 
development process so that 




For the manager who lacks 
expertise in structured design 
techniques, the Systems 
Development Life Cycle (SDLC) 
provides a basis for managerial 
control since the steps define the 
segments of the flow of work and 
specify the documents or 
deliverables to be constructed in 
each phase.
The number of steps in the 
various SDLC processes varies 
from seven to ten. Due to its wide 
adoption, the systems development 
life cycle approach suggested by 
Whitten, Bentley and Ho [1986, p. 
142] is the approach recommended 
here. The process consists of the 
following seven steps:
1. Survey the Situation.
2. Analyze Specific Needs and 
Requirements.
3. Gather Available Information.
4. Logically Design on Paper the 
Application.
5. Construct the Spreadsheet 
Template or Model.
6. Test the Template or Model 
with Known-Output Data.
7. Implement the Spreadsheet.
The Woman CPA, July 1989/21
Seven Step SDLC Approach to 
Spreadsheet Applications
Step 1. Survey the Situation.
The first decision the designer 
should make is how the problem is 
to be solved. The user/designer, 
along with the manager, should 
determine if a spreadsheet 
application is the best vehicle to 
attack the problem. Other 
alternatives such as database 
applications should be examined 
since each type of package provides 
its own set of advantages and 
disadvantages. For example, 
database packages provide a 
variety of input forms and output 
reports capabilities while 
spreadsheet packages are limited 
basically to the format that appears 
on the screen.
The key to selecting a 
spreadsheet application or some 
other type of software package 
centers on the visual appearance or 
the window-screen display. If an 
application will benefit from 
window-screen display, the 
software selection decision should 
lean toward the use of a 
spreadsheet package. Additionally, 
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packages. Moreover, spreadsheet 
programs assume that the user’s 
entire file will fit into memory. For 
this reason, spreadsheets are 
unable to support very large data 
sets.
During this step, the manager 
should meet with the user/designer 
along with an individual who is 
familiar with other types of 
packages. There may be, for 
example, an off-the-shelf 
application that can be purchased 
and that can accomplish the job at 
a lower cost and with greater 
integrity.
This is an important step in the 
development process, particularly 
for large jobs, and requires a good 
deal of involvement on the part of 
the manager. Unfortunately, this 
step is often omitted or given slight 
attention.
Step 2. Analyze Specific 
Needs and Requirements.
Is the needed data available at a 
reasonable cost? Will this data be 
available for subsequent use? 
Oftentimes, the user develops a 
very worthwhile application only to 
find that the data is provided 
sporadically or infrequently. The 
designer should produce a 















• Will the user 
desire to prepare 
reports for outsiders 
from this application? 
As stated earlier, 
spreadsheet packages 
are limited in their 
ability to vary the 
format of reports from 
that presented on the screen.
Will the user have the 
necessary time to complete the 
project? Here the manager 
should rely on experience 
and/or advice from others.
• Will graphics be needed? 
Certain spreadsheet packages 
have very poor graphics 
capability relative to other 
packages, such as statistical 
packages.
• Will the user need to integrate 
document preparation into the 
application?
Step 3. Gather Available 
Information.
Prior to any hands-on computer 
work, the designer should define 
and list variable names, constant 
values, and equations. (The use of 
mnemonic names is encouraged 
since they are self-documenting 
when applied to file names, 
columns of data, or spreadsheet 
ranges.) In this step, it is important 
to consult with those who are most 
familiar with the input data since 
the designer must quantify all 
information for the purpose of 
estimating the size of the 
spreadsheet application. The 
designer must determine number 
size or column width. The designer 
must then estimate the number of 
rows, columns, and files that will 
likely be involved and combine this 
information with space available on 
floppy disks or hard disks in order 
to determine if space will be a 
problem. Often, due to security and 
portability demands, it is necessary 
that the application fit on floppy 
disks. This potential limitation 
must be given early consideration.
Step 4. Logically Design 
the Application.
The spreadsheet should be 
designed systematically in modules. 
Planning the spreadsheet in 
modules will make the spreadsheet 
easier to update if changes must be 
made or if re-creation is necessary. 
Also, modular design can build in 
multiple uses for multiple 
applications and allow several 
individuals to work on the same 
spreadsheet application at the same 
time.
For example, if graphs will be 
produced, one individual would be 
assigned the task of writing the 
commands, etc. necessary to
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produce the required output. By 
modularizing the project and 
adding additional members to the 
project, internal control is 
enhanced. Of course, with more 
individuals working on the task, 
the problem of coordination 
becomes more acute. The relative 
importance of these two factors 
must be weighed by the manager 
and an appropriate staffing plan 
adopted.
Step 5. Construct the 
Spreadsheet Template or Model.
This phase of the spreadsheet 
SDLC calls for detailed 
documentation. In this step, 
the approach suggested 
by Bromley [1985] is 
recommended. The 
approach, as described by 
Bromley, calls for the 
application to be divided 
into the four divisions of 
the COBOL structure —
Identification, Environment, Data, 
and Procedure. When applied to 
spreadsheets, the first three 
divisions, respectively, meet most 
documentation needs.
Identification Division. The 
Identification division lists the 
important attributes of the 
spreadsheet. The designer should 
include the following items in this 
section:
a. A heading.
b. Date of original design.
c. Date of last update of the 
application.
d. Version number, if there is 
more than one version.
e. Author’s name, address and 
phone number for questions 
from other users.
f. Department, company, or 
installation name.
g. Security information (internal 
use only or internal/external 
use).
h. Table of contents with GO TO 
locations.
i. Problem domain of the 
spreadsheet and how it works.
In order to be found easily, the 
Identification division should be 
located in the HOME key area or 




division should be sub-divided into 
a Configuration section and an 
Input-Output section. The 
Configuration section documents 
the type of system used in the 
design of the spreadsheet and 
describes any special names 
defined for variables and data 
value. The Input-Output section 
describes any special input or 
output information. For example, 
are graphs saved with the 
spreadsheet, or is sideways print 
necessary?
Data Division. Field or cell 
definitions should be placed in this 
division. Important information 
such as cell size or width, cell 
format, specific range names, and 
any other cell data is listed. The 
Data Division should also include 
information about other 
spreadsheets that will be used in 
conjunction with the current 
application such as file names, data 
descriptions, and the dates that 
other spreadsheet files used by the 
application were last updated.
Procedure Division. This 
division should be sub-divided into 
three sections: Input, Processing, 
and Output. In terms of the Input 
section, the developer must decide 
on the design of the input and help 
screens. This design will depend 
greatly on the technical 
sophistication and preferences of 
the ultimate user or users.
In the Processing section, macro 
commands and intermediate 
calculations should be stored. The 
developer must be meticulous in 
the design and construction of this 
area since most errors occur here. 
Since this area should not be 
changed, except by authorized 
users, the cell protect command 
should be invoked.
The destination of the output 
determines the design of the
Output area. If the 
application provides 
output to the screen, an 
attractive screen should be 
designed as an output area. 
Or if the application 
produces output to the 
printer, the output should 
be designed as a printed 
report. Consideration 
should be given here for such 
options as reduced print, sideways 
print, and laser-print options.
Step 6. Test the Template 
or Model.
The test for spreadsheet 
applications provided by Simkin 
[1987] is a good one to use. First a 
visual inspection should be 
performed. Second, using prior 
years’ or other known-output data, 
test to determine the accuracy of 
computations. If the spreadsheet 
application is very large, the 
designer should set the calculation 
mode of the spreadsheet to manual. 
This will increase data entry speed 
and computer response time. Third, 
copy the digit “1” into all of the 
cells in the range and use the 
summation function to determine if 
all of the cells are in the defined 
range. Fourth, multiply the 
number of columns by the number 
of rows and compare the 
calculation to the one obtained in 
the third test. Fifth, check output 
data or forecasts with graphs since 
this will sometimes result in the 
detection of missing data. Sixth, if 
time permits, develop the same 
application on an alternative 
package and compare the results. 
And seventh, if spreadsheet audit 
programs are available, perform
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Planning the 
spreadsheet in 
modules will make the 
spreadsheet easier to 
update if changes 
must be made or if 
recreation is 
necessary.
this article provides a basis for 
managerial control since the steps 
define the segments of the flow of 
work and specify the documents or 
deliverables to be constructed in 
each phase. Nevertheless, the 
recommended approach does not 
guarantee the integrity of 
spreadsheet applications. However, 
it will insure greater consistency 
and integrity in the construction of 
spreadsheet applications and, if 
adopted, will significantly reduce 
errors and will provide the 
manager with a basis for control.
Classifieds
Opportunities at all levels in Public 
Accounting (“Big 8’s,” Nationals, Top 
Locals) and positions in industry, 
nationwide. Resumes or call: BEN 
GRECO, Executive Search, 445 S. 
Figueroa Street, Ste. 2600, L.A., CA 
90071,(213)612-7766.
the audit checks provided.
To insure that proper testing 
procedures have been followed, a 
test check sheet should be prepared 
and included with the design 
documentation. Keeping this record 
will encourage testing by template 
developers. Once testing has been 
completed, a backup copy of the 
spreadsheet application should be 
made and filed with the manager.
Step 7. Implement the 
Spreadsheet.
The application is now ready to 
bring on line. If the application is 
now being performed manually, the 
manual operation and the new 
application should be run parallel 
until the user/developer is assured 
that the spreadsheet application is 
performing as expected.
Each of the preceding steps 
should be documented properly 
with a paper trail to provide audit 
capability at a later date. Each step 
should be checked by a second 
person of equal or superior 
spreadsheet skill. Test steps should 
be performed with data that has a 
predetermined outcome so that 
final values can be checked for 
accuracy. Before actual 
implementation, the final product 
should be tested by the personnel 
that will be using the application to 
insure that it is truly useful in its 
present form. Prior to initiation of 
step 1, the manager should 
establish a method for feedback 
from the designer and provide a 
time budget for the completion of 
each step.
Conclusion
The approach recommended in
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in AWSCPA 
Members
By Kenneth J. Smith, Barbara R. Stewart, and George S. Everly, Jr.
Introduction
“Stress” is the term chosen by endocrinologist 
Hans Selye [1956] to describe the nonspecific 
responses of the body to any demand placed on it, 
i.e., “the wear and tear” on an individual. It is now 
deary accepted that acute stress can cause or 
exacerbate physical illness. According to the 
National Council on 
Compensation 
Insurance, stress 
now accounts for 
approximately 14% of 
occupational-disease workers’ 
compensation claims, up from under 5% in 
1980 [McCarthy, 1988]. The Council also notes 
that medical and benefits payments for stress- 
related claims average $15,000, twice 
the average amount paid for 
workers with physical injuries.
The incidence and magnitude of stress-related 
illness and the total dollar cost to business and 
society have been difficult to document. However, 
recent estimates place the overall cost to the 
economy from stress-related productivity losses 
and increased absenteeism and medical costs as 
high as $150 billion a year [Miller, et al., 1988]. 
Thus, whether it is due to the desire to increase 
employee productivity through the reduction 
of behavioral risk factors for stress or 
to reduce health/medical care 
costs associated with 
excessive stress, there 
is a continuing interest 
in the phenomenon of 
stress arousal. The 
accounting profession 
has not escaped 
this attention.
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Background
In the years following the study 
by Friedman, Rosenman, and 
Carroll [1958] that tested serum 
cholesterol levels of tax 
accountants, many articles have 
been published in accounting 
literature dealing with stress 
among members of the profession 
[Sapp and Seiler, 1980; Senatra, 
1980; Gaertner and Ruhe, 1981; 
Strauser, Kelly, and Hise, 1982; 
Smith and Katzman, 1984]. 
Attention has recently been 
directed to measuring stress levels 
of female accountants [Pearson, 
Escott, and Seiler, 1985], an issue 
of increased importance due to the 
rapid increase in the number of 
female accounting practitioners 
over the past several years.
The studies provide considerable 
insight into the nature and degree 
of job-related stress experienced 
by accountants in various 
occupational settings. However, 
it may be argued that stress 
research in accounting should 
primarily concentrate not on 
identifying job-related stressor 
variables, but rather on the 
degree of perceived stress 
arousal, for it is the level of 
perceived stress that is of 
greater importance to 
health [Everly and 
Rosenfeld, 1981].
The purpose of the 
present study is to 
add to the existing 
knowledge on stress 




and coping behaviors 
among women CPAs via 
a new psychometric 
instrument, the Everly 
Stress and Symptom 
Inventory, 2) reporting on the 
utility of this scale to women CPAs,
and 3) examining intra- 
occupational differences in stress 
arousal, related physical symptoms, 
and coping behaviors among 
female accountants while 
controlling for specified 
demographic variables. This aspect 
of the present investigation is an 
extension of the Pearson, Wescott, 
and Seiler [1985] study. Its purpose 
is to address demographic issues 
raised by the previous authors. 
Finally, this study examines the 
incidence of excessive stress 
arousal among the 
respondent group as a 
means of assessing the 
health of female 
accountants
relative to pre-established norms.
Methodology
The Everly Stress and 
Symptom Inventory
The Everly Stress and Symptom 
Inventory (ESSI) is a self-reporting 
paper and pencil survey consisting 
of three scales designed to assess an 
individual’s: 1) stress arousal (SAS 
scale); 2) autonomic and stress- 
related symptoms (ACC scale); and, 
3) behavioral coping mechanisms 
(divided into adaptive and 
maladaptive behaviors, on the 
COPE scale).
The Stress Arousal Scale. The 
Stress Arousal Scale (SAS) of the 
ESSI is a 20-item self-report 
scale designed to tap the 
respondent’s cognitive- 
affective domain, i.e., the 
precipitators of the 
physiological stress 
response, thereby 
allowing an indirect 
assessment of the 
current levels of stress 
arousal. The SAS is 
predicated on the theory 
that an individual’s emotional 
arousal is based upon his/her 
assignment of meanings to 
environmental stressors.
Emotional arousal, in 
turn, is considered a 
precursor to actual 
physical stress.
While it cannot be 
proven that various 
conditions indicating 
emotional arousal 
(as measured on 
the SAS) cause 
actual physical 
stress, it is generally 
accepted that these 
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Folkman, 1984; Everly and 
Sobelman, 1987].
On the SAS, respondents are 
asked how often they have recently 
(“within the last few weeks”) 
experienced each of the 20 
cognitive-affective conditions by 
selecting one of the following 
alternative responses: almost 
always; often; sometimes; or 
seldom or never — for each of the 
20 items. For example:
How often have you found yourself 
annoyed?
How often have you found yourself 
frustrated?
How often have you found yourself 
tense?
How often have you found yourself 
hassled?
The response option seldom or 
never has a point value of 1; 
sometimes, a point value of 2; 
often, a point value of 3; and, 
almost always, a point value of 4. 
Thus, a person’s score can range 
from 20, indicating minimal stress 
arousal, to 80, indicating maximum 
stress arousal.
The validity and reliability of the 
SAS as a measure of stress arousal 
among accountants has been 
demonstrated by Smith and Everly 
[in press]. The SAS can be 
completed in 3-4 minutes and 
scored in a minute or less.
The Autonomic Conditions 
Checklist. The Autonomic 
Conditions Checklist (ACC) is a list 
of 38 physical conditions that 
individuals sometimes experience. 
Respondents are asked to indicate 
how often they have recently (“in 
the last few weeks”) been 
experiencing each condition; the 
response options are 0 = not at all, 
1 = less than once a week, 2 = 
once or twice a week, 3 = more 
than twice a week. A person’s 
total score is calculated by simply 
adding the scores of the individual 








Prior research [Everly, Sherman, 
and Smith, in press] has 
demonstrated the test-retest 
reliability of the ACC by obtaining 
a correlation coefficient of .885 
between initial respondent scores 
and scores obtained from the same 
individuals one week later. The 
ACC can be completed in 2-3 
minutes and scored in a minute or 
less.
The ESSI Coping Scale: COPE. 
The COPE scale on the ESSI is 
designed to be a survey of adaptive 
and maladaptive coping behaviors. 
It contains 20 questions: 10 related 
to adaptive coping behaviors which 
are odd-numbered, and 10 related 
to maladaptive coping behaviors 
which are even-numbered. The 
questions ask respondents whether 
they engage in specific coping 
techniques in their daily lives. 
Respondents generate three scores. 
The A score indicates the number 
of adaptive coping behaviors 
reported by totaling the number of 
yes responses (i.e., yes = 1, no = 0) 
on the odd-numbered questions. 
Yes responses to the even- 
numbered questions yields an M 
score which reflects the 
maladaptive coping behaviors
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reported. The third score is termed 
the D score and represents the 
residual score after subtracting the 
M score from the A score. The D 
score provides an indication of the 
overall health-enhancing behavior 
reported by individual respondents. 
Selected adaptive and maladaptive 
questions include:
Do you have a supportive family or 
group of friends close by that you 
would rely on for help if you needed 
it? — Adaptive
Do you smoke one-half or more 
packs of cigarettes in an average 
day? — Maladaptive
Do you exercise at least three times 
a week for 20 minutes or longer 
each time? — Adaptive
Do you eat more to help you cope 
with high levels of pressure, stress, 
or anxiety? — Maladaptive
The validity and reliability of the 
coping scale as a measure of 
adaptive and maladaptive coping 
behaviors has been demonstrated 
by Everly and Newman [1982]. 
This scale can also be completed in 
4 minutes or less and hand-scored 
in less than a minute.
The Present Study
The present study consisted of a 
mail survey of members of the 
American Woman’s Society of 
CPAs. Four hundred individuals 
were randomly selected from the 
Society’s Membership Directory 
and sent a packet consisting of a 
cover letter, the ESSI, a 
demographic data sheet, and a self­
addressed return postage 
guaranteed envelope. One hundred 
ninety-three usable responses were 
received, resulting in a usable 
response rate of 48 percent.
Due to the confidential nature of 
the sampling procedure employed 
in the present study, it was difficult 
to follow up on non-respondents. 
However, a series of t-tests were 
conducted on reported ESSI scale 
scores between early (week 1, n = 
64) and late (weeks 5 & 6, n = 27) 
respondents.
The lack of any significant 
differences between early and late 
respondent scores, coupled with the 
high response rate, suggests that 
there is no reason to suspect a
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The mean stress 
arousal (SAS) score of 
the women CPAs and 
corresponding SAS 
scores of other groups 
previously studied by 
the authors were 
compared.
significant non-response bias with 
this study.
The results from the study also 
produced overall stress, symptom, 
and coping indices for the entire 
subject group. The data were also 
utilized to conduct several 
statistical tests aimed at: 1) 
assessing the relative stress arousal 
of women CPAs vis-a-vis other 
designated respondent groups; and, 
2) assessing the differential stress 
arousal among various 
subpopulations of women CPAs in 
an attempt to identify key job- 
related variables and personal 
demographic variables that might 
be associated with stress arousal.
Results
Reliability
Several tests were conducted 
with the present data in order to 
assess the reliability of the SAS, 
the pre-eminent scale in the ESSI. 
Test-retest reliability of the SAS 
has already been demonstrated 
among various populations [Everly, 
et al., 1984]; therefore, it was not 
felt necessary to repeat that effort. 
Rather, this study concentrated on 
testing the internal consistency of 
the SAS, i.e., the scale’s ability to 
measure the one construct (stress 
arousal) it was intended to 
measure. High internal consistency 
coefficients were obtained from a 
series of designated correlational 
analyses, thus supporting the SAS 
as a highly reliable indicator of 
stress arousal with the present 
woman CPA sample. (Interested 
readers are encouraged to contact 
the senior author for additional 
information on the nature of the 
analyses performed to test the 
internal consistency of the SAS.)
Validity
The validity of the overall mean 
scores reported by the female 
accountant group on each of the 
ESSI scales was tested by 
conducting a series of correlational 
analyses. In essence, these analyses 
tested the notion that high stress 
arousal (i.e., SAS scores) would be 
positively correlated with a high 
number of physical stress 
symptoms (i.e., ACC scores) and 
maladaptive coping behaviors (i.e., 
the M scores), and negatively 
correlated with effective coping 
behaviors (i.e., the A scores and the 
D scores).
Prior hypotheses regarding the 
relationship between stress arousal 
on the one hand, and physical stress
... comparisons were 
conducted to 
determine whether the 
female accountant 
group mean score fell 
within an accepted 
"normal” range ...
symptoms and adaptive and 
maladaptive coping behaviors on 
the other were confirmed by the 
test. The correlation coefficient of 
.66 between the SAS and ACC 
scores is statistically significant 
(p.01) and in the predicted 
direction, in that individuals who 
report experiencing a high number 
of physical stress symptoms would 
also be expected to report a high 
cognitive-affective psychological 
predisposition to stress. With 
regard to coping, the correlation 
coefficients of -.43, .39, and -.52, 
between the SAS score and the A 
score, M score, and D score, 
respectively, were each statistically 
significant (p.01) and also in the 
predicted directions.
The mean stress arousal (SAS) 
score of the women CPAs and 
corresponding SAS scores of other 
groups previously studied by the 
authors were compared. A series of 
approximate t-tests [Ott, 1984] 
were conducted to test the null 
hypotheses that the various groups 
came from underlying populations 
with stress levels similar to that of 
the female accountant group.
The mean SAS score of the 
woman CPA group was first 
compared to the SAS score of a 
group of symptomatic individuals 
(i.e., clinically diagnosed as 
suffering from a stress-related 
illness). The results indicate that 
the mean SAS score of the 
symptomatic group is significantly 
higher than that of the women 
CPAs. A second comparison was 
made between the female 
accountant mean SAS score and 
the mean SAS score of a group of 
asymptomatic adults (of various 
demographic and occupational 
backgrounds) from the Mid­
Western and Eastern U.S. The 
results indicate no reason to reject 
the null hypothesis that the mean 
SAS scores of the two groups are 
equal. The above comparisons were 
conducted to determine whether 
the female accountant group mean 
score fell within an accepted 
“normal” range as defined by 
scores of symptomatic and 
asymptomatic individuals, which 
indeed they do.
Intra-occupational Analyses
In order to assess any intra- 
occupational differences in mean 
ESSI scores among the female
... the base rate 
expectancy of actual 
stress-related illness 
in the present female 
accountant group is 
no greater than that 
which has been found 
to occur within a 
normally distributed 
female population. 
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accountants, a series of covariance 
analyses were conducted. In all of 
these analyses, the respondent’s 
age, years working at one’s present 
place of employment, and number 
of children were simultaneously 
held as the covariates, and each of 
the ESSI scale scores as the 
dependent variables. Separate 
analyses were then conducted using 
organizational rank and 
occupational category as the 
discrete independent variables. The 
results are presented in Table 1.
Organizational rank differences 
in mean ESSI scale scores were 
compared by categorizing 
respondents into 4 categories: 
Junior/Staff (n = 13); Senior/ 
Supervisory Management (n = 46); 
Manager/Middle Management (n = 
69); and, Partner/Top Management 
(N = 57). As Table 1 illustrates, 
through analysis of variance, 
significant differences were 
measured between groups for mean 
maladaptive (i.e., M score) and 
mean net positive coping (i.e., D 
score) behaviors. Through contrast 
analysis [Scheffe, 1959], it was 
determined that the Partner/Top 
Management mean maladaptive 
score (3.40) is significantly higher 
than the aggregate mean reported 
by the other three groups, and the 
mean maladaptive score of the 
Senior/Supervisor (2.78) is 
significantly lower than the 
respective aggregate mean of the 
other three groups. Contrast 
analysis also revealed that the 
mean net positive coping score 
(1.84) of the Partner/Top 
Management group is significantly 
lower than the respective 
aggregate mean of the other three 
groups. Interestingly, although the 
results failed to achieve statistical 
significance (possibly due to the low 
number of respondents in the 
Junior/Staff category), the 
Partner/Top Management group 
also reported the highest mean 
SAS score (41.84) and ACC score 
(19.67), and the lowest mean 
adaptive coping score (5.23) among 
the groups.
To assess the influence of 
occupational category on mean 
ESSI scale scores, respondents 
were classified into the following 
categories: public accounting (n =
Organizational Rank
TABLE 1
Comparison of Mean ESSI Scores By Organizational Rank
SAS ACC A M D
Junior/Staff 39.15 16.92 6.46 3.08 3.39
Senior/Supervisor 41.33 18.76 6.63 2.78a 2.85
Manager/Middle Mgt. 41.15 19.06 5.79 3.21 2.57
Partner/Top Mgt. 41.84 19.67 5.23 3.40b 1.84c
a
Significantly lower than aggregate mean of other groups (F = 4.26, p .041)
b
Significantly higher than aggregate mean of other groups (F = 4.93, p .028)
c
Significantly lower than aggregate mean of other groups (F = 8.67, p .004)
114); private industry (n = 58); and 
government accounting (n = 14). 
These analyses failed to reveal any 
significant differences in mean 
ESSI scale scores among groups, 
thus suggesting that occupational 
category is not an important factor 
associated with stress arousal, 
physical symptoms, and coping 
behaviors among women 
accountants.
Categorical Analysis
Repeated studies with the arousal 
scale (SAS) have found differences 
to occur according to gender 
[Prodromidis, 1986]. These studies 
reveal that in a normally 
distributed (by SAS scores) 
population of males (n = 441) which 
combines normal and highly 
stressed males, it may be expected 
that approximately 27 percent of 
the male population will score 
above 48; in a normally distributed 
(by SAS scores) population of 
females (n = 441), it may be 
expected that approximately 29 
percent of the female population 
will exceed a score of 50. 
Individuals whose scores are above 
these lines can generally be thought 
of as having an 82% or greater 
chance of making a true positive 
diagnosis of pathogenic (i.e., 
leading to the development of 
disease) stress arousal. Based on 
this research, it has been therefore 
recommended [Everly, Sherman, 
and Smith, in press] that in order 
to maximize the arousal scale’s 
ability to discriminate between 
individuals who are highly stressed 
from those who are not, a cutting 
line, i.e., a dividing line, of 48 be 
established for males and a cutting 
line of 50 be established for 
females.
In the present study, 
approximately 18 percent (n = 34) 
of the female accountants scored 
above 50. Thus, the base rate 
expectancy of actual stress-related 
illness in the present female 
accountant group is no greater than 
that which has been found to occur 
within a normally distributed 
female population.
Discussion
Accounting, particularly public 
accounting, is generally considered 
a stressful profession.
Traditionally, it has been assumed 
that female accountants are 
subjected to additional stress 
stemming from possible resistance 
to their expanding role in the 
profession and/or from career­
family conflicts. Indeed, the results 
from this study do indicate that 
respondents in the Partner/Top 
Management rank category 
reported significantly higher 
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maladaptive and significantly 
lower net positive mean coping 
behavior scores than the 
(respective) combined mean scores 
of those in other organizational 
rank categories. However, the 
results fail to reveal a pattern of 
high stress arousal and related 
coping behaviors in the woman 
CPA respondents to the survey. In 
addition, the categorical analysis 
indicates that the percentage of 
women CPAs reporting pathogenic 
stress arousal scores fall within a 
normal range. However, it is 
suggested to the 34 individuals who 
did report high stress arousal that 
they carefully assess their 
lifestyles. For, as stated at the 
outset of this article, perceived 
levels of stress are significantly 
related to actual physical stress- 
related symptoms, which 
eventually may result in stress- 
related illness or disease.
The results of this study also 
serve to demonstrate the validity 
and reliability of he ESSI as a 
stress measurement instrument 
with women CPAs. Indeed, a valid, 
reliable, inexpensive measurement 
tool for the assessment of stress in 
female accountants could have 
many practical benefits for 
members of the profession and 
their employer firms. Female 
accounting practitioners (and their 
male counterparts) could be alerted 
to deleterious internal cognitive- 
affective perceptions. This 
recognition would allow those 
individuals to seek and adopt stress 
management techniques to enhance 
their overall functioning (or, in the 
converse, avoid any further 
psychological and/or physiological 
deterioration). Also, firms could 
utilize such an instrument to assist 
in employee stress management 
training. Given these potential 
benefits to both female accountants 
and their employers, the minimal 
additional effort required to 
administer, score, and analyze the 
ESSI in occupational settings 
appears well-justified.
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